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(4) Historical audited financial state-
ments and interim year-to-date finan-
cial results (for existing hospitals);

(5) A study of market need and finan-
cial feasibility, addressing the factors
listed in paragraphs (a)(1)(ii), (a)(2),
and (a)(3) of this section, with assump-
tions and financial forecast clearly pre-
sented, and prepared by a certified ac-
counting firm acceptable to HUD;

(6) Architectural plans and specifica-
tions in sufficient detail to enable a
reasonable estimate of cost;

(7) Evidence that the hospital will be
located in a state or political subdivi-
sion of a state with reasonable min-
imum standards of licensure and meth-
ods of operation for hospitals and satis-
factory assurance that such standards
will be applied and enforced with re-
spect to the hospital;

(8) If the state has an official proce-
dure for determining need for hos-
pitals, evidence that such procedure
has been followed and that need has
been established under that procedure;

(9) A Phase I environmental report;
and

(10) Such other exhibits as HUD shall
require based upon the facts pertaining
to the particular case.

(c) Fee. An application fee of $1.50 per
thousand dollars of the amount of the
loan to be insured shall be paid to HUD
at the time the application is sub-
mitted to HUD for approval.

(d) Filing of application. An applica-
tion for insurance of a mortgage on a
project shall be submitted on an ap-
proved FHA form by an approved mort-
gagee and by the sponsors of such
project to the FHA Office of Insured
Health Care Facilities.

(e) Complete application. Only tech-
nically complete applications will be
processed. Partial applications cannot
be processed. Upon determination that
an application is complete, HUD shall
issue a Completeness Letter to the ap-
plicant stating that the application is
complete.

(f) Application review. Upon receipt of
a complete application, HUD shall
evaluate the application to determine
if eligibility, market need, financial
feasibility, and compliance with appli-
cable regulations (including but not
limited to federal environmental regu-
lations, wage rate regulations, and
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health care regulations) have been
demonstrated, and to evaluate any
other factors, including but not limited
to risk to the Insurance Fund, that
should be considered in determining if
the application for mortgage insurance
should be approved. As a part of this
review, HUD may solicit the advice of
private consultants and expert staff in
the Department of Health and Human
Services and other federal agencies.
Based on review of the complete appli-
cation, HUD may request additional in-
formation from the applicant. The
timeliness of the applicant’s submis-
sion of the additional information may
affect the approval or disapproval of
the application. The Commissioner’s
decision shall be communicated in the
form of a Commitment Letter or a Re-
jection Letter. HUD will not issue a
Commitment Letter until HUD com-
pletes the environmental review under
24 CFR 242.79.

§242.17 Commitments.

(a) Issuance of commitment. Upon ap-
proval of an application for insurance,
a commitment shall be issued by HUD
setting forth the terms and conditions
under which an insurance endorsement
shall be issued for the hospital. The
commitment shall include the fol-
lowing:

(1) A commitment for insurance of
advances reflecting the mortgage
amount, interest rate, mortgage term,
date of commencement of amortiza-
tion, and other requirements per-
taining to the mortgage and construc-
tion project;

(2) HUD’s computation of the replace-
ment cost and maximum insurable
mortgage amount;

(3) Financial requirements for clos-
ing;

(4) Approval covenants, including any
special conditions that must be satis-
fied prior to initial endorsement;

(5) Mortgage Reserve Fund Agree-
ment.

(b) Type of commitment. The commit-
ment will provide for the insurance of
advances of mortgage funds during con-
struction.

(c) Term of commitment. (1) The initial
commitment shall be issued for a pe-
riod of 90 days.
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(2) The term of a commitment may
be extended in such manner as HUD
may prescribe, provided, however, that
the combined term of the original com-
mitment and any extensions do not ex-
ceed 180 days.

(d) Commitment fee. A commitment
fee that, when added to the application
fee, will aggregate $3 per thousand dol-
lars of the amount of the loan set forth
in the commitment, shall be paid with-
in 30 days of the date of issuance of the
commitment. If such fee is not paid
within this 30-day period, the commit-
ment shall automatically terminate.

§242.18 Inspection fee.

The commitment may provide for the
payment of an inspection fee in an
amount not to exceed $5 per thousand
dollars of the commitment. The inspec-
tion fee shall be paid at the time of ini-
tial endorsement.

§242.19 Fees on increases.

(a) Increase in commitment prior to en-
dorsement. An application, filed prior to
initial endorsement, for an increase in
the amount of an outstanding commit-
ment, shall be accompanied by an addi-
tional application fee of $1.50 per thou-
sand dollars computed on the amount
of the increase requested. Any increase
in the amount of a commitment shall
be subject to the payment of an addi-
tional commitment fee which, when
added to the additional application fee,
will aggregate $3 per thousand dollars
of the amount of the increase. The ad-
ditional commitment fee shall be paid
within 30 days after the date of the
amended commitment. If the addi-
tional commitment fee is not paid
within 30 days, the commitment nova-
tion ©providing for the increased
amount will automatically terminate
and the previous commitment will be
reinstated. If an inspection fee was re-
quired in the original commitment, an
additional inspection fee shall be paid
in an amount not to exceed $5 per thou-
sand dollars of the amount of increase
in commitment. The additional inspec-
tion fee shall be paid at the time of ini-
tial endorsement.

(b) Increase in mortgage between initial
and final endorsement. Upon an applica-
tion, filed between initial and final en-
dorsement, for an increase in the

§242.21

amount of the mortgage, either by
amendment, consolidation agreement,
or by substitution of a new mortgage,
an additional application fee of $1.50
per thousand dollars computed on the
amount of the increase requested shall
accompany the application. The ap-
proval of any increase in the amount of
the mortgage shall be subject to the
payment of an additional commitment
fee which, when added to the additional
application fee, will aggregate $3 per
thousand dollars of the amount of the
increase granted. If an inspection fee
was required in the original commit-
ment, an additional inspection fee
shall be paid in an amount not to ex-
ceed $5 per thousand dollars of the
amount of the increase granted. The
additional commitment and inspection
fees shall be paid within 30 days after
the date that the increase is granted.

§242.20 Reopening of expired commit-
ments.

An expired commitment may be re-
opened if a request for reopening is re-
ceived by HUD no later than 90 days
after the date of expiration of the com-
mitment. The reopening request shall
be accompanied by a fee of 50 cents per
thousand dollars of the amount of the
expired commitment. A commitment
that has expired because of failure to
pay the commitment fee may be re-
opened only upon payment of the com-
mitment fee and the reopening fee. If
the reopening request is not received
by HUD within the required 90-day pe-
riod, a new application accompanied by
an application fee must be submitted.
If a commitment for an increased
amount has expired because of failure
to pay an additional commitment fee
based on the amount of the increase,
the reopening fee shall be computed on
the basis of the amount of the commit-
ment increase rather than on the
amount of the original commitment.

§242.21 Refund of fees.

Commitment, inspection, and reopen-
ing fees (but not application fees) may
be refunded, in whole or in part, if HUD
determines that the construction or fi-
nancing of the project has been pre-
vented because of condemnation pro-
ceedings or other legal action taken by
a government body or public agency, or
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